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THE WHITE HOUSE 


WASHINGTON 


December 17, 1991 


I am pleased to congratulate the staff of 
the Overseas Private Investment Corporation 
as you celebrate 20 years of service to 
developing countries. 


The American people can be proud of OPIC's 
contributions to the social and economic 
advancement of nations around the world. 
Here is a success story that few could have 
imagined 21 years ago when the legislation 
creating OPIC was passed. 


Now, as OPIC expands into new markets and 
countries, it is at the crest of a new wave 
of American assistance, bringing growth, 
business know-how, and prosperity to the 
developing world. Millions of people in 

this country benefit at the same time. While 
it promotes investments in freedom abroad, 
OPIC is also creating jobs here at home and 
increasing American exports. 


Barbara joins me in sending best wishes to 


the men and women at OPIC as you enter your 
third decade of service. 
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SP Letter to OPIC’s Shareholders 


OVERSEAS FRIVATE INVESTMENT CORPORATION 


WASHINGTON, D.C. 20527, USA. 


OFFICE OF THE 
PRESIDENT 


% 


To our Shareholders: 


1991 is OPIC's twentieth anniversary. Around the world, for 
over two decades, we have been helping American companies 
invest iin freedom by finding new markets for their products, 
new partners for their businesses and new jobs for their 
workers. 


Since 1971, we have helped put together thousands upon 
thousands of successful business deals in over one hundred 
foreign countries. The resulting $23 billion of MADE IN THE 
U.S.A. products now being sold abroad continue to create 
hundreds of thousands of jobs for American workers right here 
at home. 


OPIC is not only helping the U.S. economy by creating business 
and jobs for Americans, it is also making money for you -- the 
American taxpayers, our shareholders. 


In the Annual Report that follows, you will see that 1991 was 
our best year ever. OPIC's gross revenues reached an all time 
high of $176 million. Note, too, that your company has only 
145 employees. For almost any business, this would be an 
unprecedented ratio of profit contribution per employee. 


On behalf of the management and people of OPIC, we salute you, 
our shareholders. Thank you for the support and trust that 
you have bestowed on the Corporation. 


Sincerely, 


as 


Fred M. Zeder 
Fresident and 
Chief Executive Officer 


Fred M. Zeder James D. Berg 
President and Chief Executive Officer Executive Vice President 
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was a record year for OPIC. We 
helped American companies com- 
plete 142 separate investment 
projects creating $6 billion of 
economic deve’ »pment in 45 coun- 
tries around the world. These 


projects will lead to employment for 
13,557 Americans here at home, 


producing nearly $2 billion in new 
MADE IN TH USA goods and 
services for exp.rt. We also sold 
almost $4 billion worth of OPIC 
insurance. We did all this and more 
with a work force of only 145 
people. And we made money while 
doing it. We grossed $176 million. 
After all expenses, our net income 
was $151 million. 


OPIC’'s Country List Grows 


The list of countries eligible for 
OPIC’s services and programs 
continued to expand. The year 
ended with OPIC operating its 
programs in 122 countries, the 
largest number of eligible countries 
in the Corporation's history. 


* At the beginning of our fiscal 
year, President Bush authorized 
OPIC to renew operations in Chile. 
President Patricio Aylwin'’s demo- 
cratic election and his policies 
dedicated to the protection of the 
environment and the recognition of 
workers rights now qualify Chile for 
OPIC programs. Later in the year, 
OPIC resumed its programs in 
Paraguay in response to democratic 
reforms there. 


* OPIC is now doing business for 
the first time in the United Arab 
Emirates. Through cooperation with 
the Gulf Coordinating Council, we 
are seeking opportunities for new 
business throughout the vital Gulf 


region. 


* Vice President Quayle signed 
OPIC bilateral agreements with 
Estonia, Latvia and Lithuania shortly 
after those captive countries achiev- 
ed independence. With the addition 
during 1991 of Albania and 
Bulgaria, OPIC now has bilateral 
agreements with all of the Central 
and Eastern European na ions. 


Reconstruction in Kuwait 


* Shortly after Kuwait was libera- 
ted, OPIC was there assessing the 
damage and identifying reconstruc- 
tion projects for American compa- 
nies. OPIC is part of the assistance 
program available for small and me- 
dium-sized U.S. companies seeking 
to increase sales for U.S.-based 
service organizations and MADE IN 
THE USA merchandise. 


Rewarding Environmental Ethics 


* OPIC presented its first annual 
Ecotourism Award in 1991. This 
award recognizes business ventures 
that are planned and developed with 
sound environmental values. The 
protection of the environment is a 
fundamental consideration in every 
project OPIC helps finance or in- 
sure. OPIC also has created the 
International Environmental Invest- 
ment Fund to demonstrate that 
protecting and enhancing the 
environment is a key to long-term 
business success. 


Teamwork With 

Other Organizations 

OPIC worked with an unprecedented 
number of national and multilateral 
agencies during ~'. These in- 
cluded other U.S. , .vernment agen- 
cies, OPIC counterparts abroad, 
private non-profit groups and pri- 
vate sector project financing organi- 
zations. 


* During 1991, OPIC’s network of 
cooperation was extended to our 
counterpart in Belgium, to the Euro- 
pean Investment Bank in Luxem- 
bourg, and to the Export-Import 
Bank of Korea. Over the past two 
years, OPIC has exchanged written 
Principles of Cooperation agree- 
ments with each of its counterparts 
from Great Britain, Canada, 
Germany, Japan, Italy and France, 
as well as from several Scandinavian 
countries and Australia. 


* Co-financing commitments were 
made with the InterAmerican Invest- 
ment Corporation, the Polish-Ameri- 
can Enterprise Fund, the Dutch 
FMO organization, the Irish Devel- 
opment Bank, the Commonwealth 
Development Corporation of the 
United Kingdom, the Polish Co-op- 
erative Fund, and FINNFUND of 
Finland. Our long-term partnership 
with the World Bank's International 
Finance Corporation was enhanced 
with several co-financings in 1991. 


* OPIC continued its cooperation 
with the Multilateral Investment 
Guarantee Agency (MIGA) of the 
World Bank, and co-insured a 
project with the national investment 
insurance agency of Australia. 


Sound Financial Position 


*® OPIC posted record gross rev- 
enues of $176 million, as well as 
record net income of $151 million. 
OPIC's operating revenue reached 
an all-time high of more than $54 
million with earnings on the finance 
portfolio exceeding $19.5 million, 
and insurance activities contributing 
more than $34.8 million. In addi- 
tion, interest on the Corporation's 
reserves, all of which are invested in 
U.S. Treasury securities, totalled 
$121.5 million. 


* As of Septem er 30, 1991, OPIC's 
cash and portfolio of U.S. govern- 
ment securities stood at $1.66 bil- 
lion, an increase of over ten percent 
from the prior year. Similarly, com- 
bined insurance and finance 
reserves increased by more than 
$150 million to $1.67 billion. 


« At year end, funds available for 
claims payments exceeded $1.8 bil- 
lion, including the Corporation's 
$100 million borrowing authority for 
claims settlements. OPIC believes 
these funds to be more than ade- 
quate given the Corporation's maxi- 
mum potential claims liability from 
finance and insurance of $4.4 billion 
at September 30, 1991. 


* During fiscal year 1991, OPIC 
settled three civil strife claims and 


one expropriation claim with cash 
payments of $2 million and a 
guaranty settlement of $30 million. 
Since the inception of our insurance 
program, OPIC and its predecessor 
agency have paid more than $510 
million to investors in settlement of 
242 claims. Only 22 insurance 


claims have been denied, of which 
seven have been submitted to arbi- 
tration by the investors. Of the 
$510 million in claims settlements 
to date, OPIC has recovered 

$258 million through salvage and 
anticipates receipt of an additional 
$31 million of principal. 


Under its loan guaranty program, 
OPIC paid $8.2 million to guaranteed 
lenders in fiscal year 1991. Since 
inception, OPIC has paid more than 
$138 million to guaranteed lenders, 
much of which has been offset 
through aggressive recovery and 
collection efforts. 


« OPIC is in an exceptionally sound 
financial position. In fiscal 1991, it 
issued $3.9 billion in new invest- 
ment insurance contracts and com- 
mitted its full authority of $290 
million in loans and loan guaranties. 
This volume of business, particu- 
larly in insurance, protects our 
portfolio from excessive country 
concentration and allows OPIC to 
pursue new business in developing 
and quickly changing countries 
around the world. OPIC’s steady 


increase in net income, it’s remark- 
ably low ne_ losses on claims pay- 
ments, and the consistently high 
level of reserves against contingent 
liabilities provide a solid foundation 
for future growth. 


Mourning a Loss 


* OPIC experienced a tragedy 
during the year when we lost one of 
our most dedicated employees, 
David M. Nerkle, in a fatal helicopter 
accident in Venezuela. David, 
whose entire immediate family per- 
ished in the accident, played a criti- 
cal role in establishing the legal 
framework for OPIC programs in 
Latin America. His work on invest- 
ment climate improvements will be 
long remembered. We miss him 
very much. 


« The Overseas Private Investment Corporation (OPIC), a self-sustaining U.S. government agency, promotes 
economic growth in developing countries, emergin,s democracies and free market economies by encouraging U.S. 
private investment abroad, helping American companies remain competitive in the international marketplace. 


OPIC assists U.S. investors through three principal 
programs: 1) financing investment projects through 
direct loans and loan guaranties; 2) insuring invest- 
ment projects against a broad range of political risks; 
and 3) providing investor services including advisory 
services, country and regional information, computer 
assisted project/investor matching, and investment 


missions. 


All of OPIC’s guaranty and insurance obligstions are 
backed by the full faith and credit of the United States 
of America, as well as by OPIC’s own substantial 


reserves. 


the host country. 


OPIC assistance is available for new business invest- 
ments and expansions in some 122 countries around the 
world. However, OPIC will not provide assistance for any 
project that adversely affects the U.S. economy or 
domestic employment. The projects that OPIC does 
support must be financially sound and provide signifi- 
cant benefits to the social and economic development of 


OPIC, which began operation in 1971, has recorded a 
positive net income for every year of operations, with 
reserves currently standing in excess of $1.6 billion. 


Fiscal Year 1991 
Achievements 


Positive U.S. net trade and balance 
of payments effects of $1.1 billion .' 
«s 


Creation of 13,557 person-years of 
U.S. employment.' 
“« 


Total investment of over $6 billion 
in 142 projects worldwide. 
+s 


U.S. small business participation in 
30 percent of the year’s projects. 
e 


Creation of 30,729 host-country jobs .? 


« 


Record net income of over $150 million. 


« 
Finance commitments of $290 million — 
the Corporation's full lending authority for the year. 


« 


Insurance volu me of $3.9 billion. 
7 


Total Finance reserves of over $500 million. 


* 


Total Insurance reserves of $1.17 billion. 


« 


Investment missions to Argentina, Botswana, Chile, 
Germany, Indonesia, Malta, Namibia, 
Portugal and Zimbabwe. 


« 
Reconnaissance and market development missions 
to 14 countries including 
Bulgaria, Mexico, South Africa and Korea. 


1. Over the first five years of project operations 
2. By the fifth year of operations. 


Sources of 
Operating Revenue 
_in Fiscal Year 1991 


Loan Guaranties Direct Loans 
$13.6 million $5.9 million 


Insurance Program 
$34.8 million 


Financial Condition 
as of 
September 30, 1991 


h 
. 
— 
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Liability 


| g as Fiscal Year 1991 in Review 


n fiscal year 1991, OPIC 
assisted — through its Insurance 
and Finance programs — total 
project investment of $6.2 billion, 
the second highest level attained in 
the Corporation's twenty year 
history. Of this total, $2.8 billion 
{or 45 percent) will represent invest- 
ment by U.S. companies, $1.7 bil- 
lion will come from third countries, 
$1.4 billion from host countries, and 
the balance, nearly $300 million, 
from multilateral development insti- 
tutions (see Figure 1). Thus, OPIC’s 
assistance to U.S. investors will 
leverage more than an equal amount 
of investment from other sources. 


U.S. Investors 


These results are remarkable con- 
sidering the dampening impact of 
the Gulf War on international econo- 
mies and business during the first 
half of the fiscal year, and the slow 
pace of U.S. economic growth dur- 
ing the second half of the year. 


The continuing surge in investment 
activity reflects the expansion of 
investment opportunities in markets 
previously cons trained by govern- 
ment ownership and control of 
economic activity. These markets 
include the Central and Eastern 
European countries, where 
democratic governments and free 
markets have 
brought privat- 
ization and 
modernization of 
former state enter- 
prises. Similar 
trends are under- 
way in Latin 
America, where 
political and eco- 
nomic liberaliza- 
tion is creating 
unprecedented opportunities for 
U.S. private investment. In addi- 
tion, investor perceptions of political 
risk heightened demand for OPIC 
political risk insurance in the Middle 
East. 


The 142 projects assisted by OPIC 
in fiscal 1991 represent a 12 percent 
increase over the 127 projects 
assisted in FY 1990. The largest 
number (61) of these projects is 
located in the Americas, followed by 
43 projects in the Near East and 
Asia (see Figure 2). Fewer projects 
were assisted in Asia — 19 in all — 
than during some 
previous years. In 
part, this reflects 
the suspension of 
OPIC programs in 
China on human 
rights grounds 
since June 1989. 


Fiscal 1991 Projects 


OPIC helped support 28 projects in 
Europe in FY 1991. Finally, OPIC 
assisted 10 projects in Africa during 
the year. two of which resulted from 
investments by the Africa Growth 
Fund, a project which OPIC initiated 
in 1988 (see page 9) 


Figure 3 indicates that investments 
were fairly evenly 
divided among 
sectors involving 
manuiacturing, 
services, and 
banking and 
finance, followed 
by minerals and 
energy. agribusi- 
ness, construction 
and tourism. 


Lastly, Figure 4 shows that 37 
percent, or 53 of the 142 projects 
assisted by OPIC during the year, 
are located in the world's least de- 
veloped countries, defined pursuant 
to OPIC’s statutory charter as hav- 
ing per-capita income of $984 or 
less in terms of 1986 dollars. 


Fiscal 1991 Projects 
By Per-Capita Income 


Figure 4 


Estimated Impacts Of 

Fiscal Year 1991 Projects 

Annual Amount /Number 

Foreign Exchange Effects (millions of $ or 

for Host Country Seas number of workers) 

Foreign exchange benefits 
Imports replaced $ 165 
Exports generated 1,791 
Total A $ 1,956 

Foreign exchange costs ; rs 
Project imports $ 649 
Capital outflows 665 
Total B $ 1.314 


Net foreign exchange benefits (Aless B) $ 642 


Net annual taxes. revenues and 


duties paid to the host country ' $ 300 
Initial local expenditures $ 3.007 
Local employment generated * 
Technical and nt 7.217 
Skilled and unskilled labor 23.512 
Total 30.729 


1. Average annual amount over a 5-year forecast period 
2. Number of workers in fifth year of operation 


tries will realize net foreign 


_ exchange savings of $642 mil- 
_ liop per year and net govern- 


ment revenues of $300 million 


per year during the first five 
years of project operation (see 
Table 1). 


U.S. Economic 
Effects 


| The U.S. economic effects of 


the projects assisted by OPIC 
in fiscal year 1991 are very fa- 
vorable. Initial procurement of 
U.S. goods and services valued 
at $1.3 billion, plus operatior 
procurement from U.S. sources 
valued at $535 million during 
the first five years of project 
operations, will result in 


$1.8 billion in U.S. exports over a 


five-year period. Taking into 
account $751 million in net U.S. 


imports and $11.2 million in U.S. 


Development 
Effects 
The 142 projects assisted by OPIC 


will prove, in the aggregate. signifi- 
cant economic and social benefits 
for developing hosi countries. These 
projects will generate directly 30,729 
jobs in developing countries. This 

is one of the highest levels of host 
country job creation for any single 
fiscal year in OPIC’s history, and 
nearly doubles the number of jobs 


generated by projects assisted in 
FY 1990. In addition, the initial 


project expenditures of more than 
$3 billion on local goods and ser- 
vices will result in many additional 
jobs and opportunities for host 
country entrepreneurs. Host coun- 


exports potentially displaced by the 
projects, the United States will show 
a net five-year trade benefit of 

$1 billion. This net U.S. trade ben- 
efit will directly support 13,557 per- 
son-years of U.S. employment 
during this period (see Table 2). 
When all financial flows are taken 
into account, the projects will result 
in a net favorable U.S. balance of 
payments effect of $1.1 billion. 


Of course, not all foreign direct in- 
vestment has a favorable effect on 
the U.S. economy. OPIC, following 
statutory directives, is very selective 
about the investments it assists, 
consistently rejecting those having 
potentially significant adverse im- 
pacts on the U.S. economy or U.S. 
employment. Accordingly, OPIC 
formally rejected two such projecis 
in 1991; others were discouraged 
prior to formal application. 


Environmental 
Effects 


In fiscal 1991, OPIC reviewed the 
potential environmental impacts of 
approximately 160 projects and car- 
ried out environmental assessments 
of more than 70 projects. Particu- 
larly complex analyses were required 
for projects involving oil and gas, 
power generation, petrochemicals 
and chemicals, minerals extraction 
and processing, equipment manu- 
facturing, and pulp and paper pro- 
duction. 


Occasionally, OPIC receives applica- 
tions for projects that do not meet 
its environmental impact criteria.* 
Under these circumstances, OPIC 
may suggest mitigative measures 
that. if effectively implemented, 
would make the project eligible for 


Estimated U.S. Economic Benefits Of 
_ Fiscal Year 1991 Projects 


_ Total project investment 
U.S. investment in projects 
U.S. percent of total 


Total direct US. project exports 
Initial procurement from U.S. 
Operational procurement 


*OPIC's environmental policies and procedures stem. in large part 


from language in the OPIC Amendments Aci of 1985. Under the Act 
OPIC is: |) prohibited from assisting any project posing an unreason 
able or major environmental or safety hazard. 2) required to notify 
host governments of environmentally sensitive projects that it 
proposes to assist, and 3) directed to ensure that all of its projects are 


generated 


consisiem! with the provisions of the Foreign Assistance Aci pertaining 


to the protection of tropical forests and endangered species 


Estimated U.S. employment 


: ~ $6,192 million 
$ 2.812 million 
45 percent 


$ 1.810 million 
$ 1.275 million 
$ 535 million 


13.557 person-years 


Table 2 


— = ee 


OPIC assistance. If the investors are 
unable or unwilling to implement 
such measures. OPIC has no choice 
but to reject the project. Four such 
projects were formally rejected on 
environmental grounds in fiscal 
1991. including three mining opera- 
tions and a petrochemical plant, all 
located in Latin America. 


As required by its statute, OPIC is- 
sued six environmental notifications 
to host governments during fiscal 
1991 for pro’ects deemed “environ- 
mentally sensitive”. The projects 
involved petrochemicals manufac- 
turing. mining. minerals processing, 
gas extraction, and pulp and paper 
production. 


Worker Rights 
Reviews 


Under Section 231 of the Foreign 
Assisiance Act, OPIC is prohibited 
from operating its programs in any 
country not found to be taking steps 
to adopt and implement internation- 
ally recognized worker rights as de- 
fined in the Trade Act of 1974. The 
President's annual determinations of 
eligibility for the Generalized System 
of Preferences (GSP) on worker 
rights grounds guide OPIC in this 
regard. Since 1987, OPIC has sus- 
pended its programs in seven GSP 
countries — including the Republic 
of Sudan in fiscal year 1991 — on 
worker rights grounds. 


Improvements in worker rights con- 
ditions in three of the previously 
suspended GSP countries resulted 
in the reinstatement of OPIC pro- 
grams (along with GSP eligibility) in 
Chile, Paraguay and the Central 
African Republic during the year. 


With respect to non-GSP countries, 
OPIC makes worker rights determi- 
nations, in consultation with the 
Department of State and the Depart- 
ment of Labor, for any such country 
whose policies in this area are for- 
mally challenged at the Corpora- 
tion’s annual public hearing. At its 
public hearing on November 27, 
1990, OPIC heard testimony alleging 
serious worker rights violations in 
the Republic of Korea. 


Following a detailed review and 
inter-agency consultations regarding 
worker rights conditions and poli- 
cies in Korea, OPIC decided not to 
assist any new projects in that 
country, pending indications that 
Korea is taking steps to adopt and 
implement internationally recog- 
nized worker rights. In September 
1991, OPIC President and Chief 
Executive Officer Fred M. Zeder 
visited Seoul to convey to Korean 
government officials the reasons for 
OPIC’s decision. Mr. Zeder encour- 
aged the government to take the 
steps necessary to permit OPIC to 
resume its programs in Korea as 
soon as possible, and worked closely 
with the U.S. Embassy there to pro- 
mote that goal. 


The Finance 
Program 


pic committed a record level of 
$290 million in direct lending and 
guaranty authority to support 28 
projects in 19 countries in fiscal 
year 1991. 


OPIC’s direct loan authority of 
$40 million was fully utilized in 
support of 12 U.S. small business 
projects, while the loan guaranty 


program committed the year’s entire 
$250 million authority on 16 pro- 
jects of varying size. This year. 
more than half of the committed 
finance projects were sponsored by 
small businesses. OPIC-supported 
projects not only varied in terms of 
size and geographic region, but they 
also represented a diversity of sec- 
tors and innovative financing tech- 


niques. 


Enterprise for the Americas 


Working under the framework of the 
Bush Administration's “Enterprise 
for the Americas” Initiative, OPIC 
committed more than $160 million 
in support of 17 projects in Central 
and South America and the Carib- 
bean during fiscal 1991. These 
projects were in highly developmen- 
tal sectors, such as power genera- 
tion, mining, private telecommuni- 
cations and manufacturing. 


* An OPIC loan of nearly $10.5 mil- 


lion will enable Synergics, Incorpo- 
rated, a U.S. firm that specializes in 
developing and operating indepen- 
dent power plants, to participate in 
its first overseas private power 
project. The company will co-spon- 
sor the construction and operation 
of an electric power plant in San- 
tiago, the Dominican Republic. By 
providing a stable source of electric- 
ity, this project directly addresses 
one of the most critical barriers to 
development in that country. 


* OPIC will finance another power 
project with a $50 million loan quar- 
anty in Bolivia. This project, involv- 
ing the Bolivian Power Company, 
Lid., will substantially expand the 
power generation capacity serving 
the entire La Paz metropolitan area. 


Also in Bolivia, a $40 million loan 
guaranty was issued to support 
expansion of a gold mining project 
involving the Battle Mountain Gold 


Company. 


* OPIC will assist in the expansion 
of the BellSouth Enterprises, Inc. and 
Motorola, Inc. cellular telephone sys- 
tem in Argentina, and in the expan- 
sion of the GTE Service Corporation 
telecommunications company in the 
Dominican Republic. These pro- 
jects, each receiving a $14 million 
OPIC loan guaranty, are expected to 
increase sales of U.S. telecommuni- 


cations equipment. 


* Conair Corporation received a 
$10.5 million OPIC loan guaranty to 
support the move of its hair dryer 
manufacturing operations from the 
Far East to Costa Rica. OPIC also 
provided a $10.8 million loan guar- 
anty to assist Uniroyal Chemical 
Company, Inc. in start-up opera- 
tions of its chemical manufacturing 
plant in the Bahamas. 


Financing Economies 

in Transition 

U.S. investor interest in the emerg- 
ing market economies of Central 
and Eastern Europe conti ues 
unabated. OPIC activities in the 
region have increased steadily since 
commencing operations there only 
two years ago. During fiscal 1991. 
OPIC committed four finance 


projects in the region. 


* With a $700,000 loan, OPIC 
sunported its first finance project in 
Czechoslovakia — a joint venturc 
involving a U.S. small business to 
design and fabricate costume 
tewelry for export at a factory near 
Prague. 


_ « OPIC’s Finance Program provides medium- to long-term financing 
_ for overseas investment projects through direct loans and loan guaran- 
_ ties. OPIC’s direct loans, reserved for overseas investment projects in- 

_ volving small U.S. businesses, typically range from $500,000 to 


$6 million. OPIC’s all-risk loan guaranties, issued to U.S. lending insti- 
tutions, typically range from $2 million to $25 million, but can be as 

large as $50 million. OPIC will participate in up to 50 percent of the total 
cost for a new venture and 75 percent of the total cost of an expansion. 


_ OPIC is also cooperating with the private sector in developing a number 
of venture capital funds to provide equity capital for OPIC-eligibie 
projects. These funds, which will be privately owned and managed, will 


| operate in all major regions served by OPIC. 


* OPIC helped a large California 
food producer, Basic American, 
Incorporated, enter Eastern Euro- 
pean markets by providing a 

$3.6 million loan guaranty to ac- 
quire and modernize a newly privat- 
ized food processir 4 firm in Poland. 
This formerly state-run facility pro- 
duces potato granules and other 
items for food and industrial mar- 
kets. The establishment of this joint 
venture gives the U.S. company pro- 
duction capabilities in the region 
and advances its overall strategy to 
pursue international markets. 


* OPIC and CARESBAC — a small 
business-oriented subsidiary of 
CARE, a U.S. non-profit cooperative 
organization — teamed up to estab- 
lish a Polish investment company 
that will provide equity, quasi-equity 
and debt financing vehicles to smail 
and medium-sized Polish firms. 
This venture is a highly innovative 
response to the severe shortage of 
credit avai/able to small enterprises 
in Poland due to the economic tran- 
sition in that country. The project, 
supported by a $2.3 million OPIC 
loan, will generate capital market 
development assistance for Poland 
and create new private sector em- 
ployment opportunities for workers 
left jobless after the restructuring of 
state owned enterprises. 


New Ventures in Africa 


Expanding into new markets in 
Africa remains «an important prior. 
ity, and in fisca] 1991 OPIC sup- 
ported its first projects in Swaziland 
and Equatorial Guinea. 


* A $13.1 million OPIC loan quar- 
anty will support the Alba Gas Field 
Consortium, Lid. gas condensate 
production facility in Equatorial 
Guinea. This project will develop 
natural resources and generate 
much-needed foreign exchange 
earnings for this small African 
country. 


Innovative Financing 

To create additional sources of pri- 
vate venture capital targeted at spe- 
cific regions, OPIC has been working 
with the U.S. private sector in devel- 
oping growth funds that will invest 
in new enterprises, the expansion of 
existing businesses, and the privat- 
ization of government-owned enter- 


prises. 


* The Africa Growth Fund, estab- 
lished by Equator Bank in coopera- 
tion with OPIC in 1988, invested in 
several projects in fiscal 1991, 
including a new merchant bank in 
Ghana, a country moving rapidly to 
a market-based economy. The 


Africa Growth Fund purchases 
equity positions in businesses 
throughout sub-Saharan Africa, 
where the need for economic devel- 
opment is especially critical. The 
Fund is capitalized by a group ol 
U.S. corporations with additional 
capital backed by a $20 million 
OPIC loan guaranty. 


« New horizons opened in Asia in 
fiscal 1991 as Hambrecht & Quist. 
a California-based investment 
banking firm. working with OPIC, 
inaugurated the Asia Pacific Growth 
Fund. This privately owned and 
managed investment fund, to which 
OPIC has committed a $50 million 
loan guaranty, will provide equity 
capital to a wide range of business 
ventures in South and East Asia as 
well as Pacific island nations. 


* The Central and Eastern 
European Growth Fund and the 
International Environmental Invest- 
ment Fund, two growth funds for 
which OPIC approved financing in 
fiscal 1990, have compleicd their 
operating plans. and are now in the 
process of raising private capital for 
their investment objectives. The 
respective fund managers expect to 
begin entertaining investment pro- 


posals early in calendar year 1992. 


The Insurance 
Program 


Fiscal year 1991 was an exem. 
plary year for the Insurance 
program. Not only did OPIC issue 
nearly $4 billion in insurance, but 
many of the new programs and spe- 
cia! initiatives developed in recent 
years bore fruit during the year. 


Insuring the 

Financial Community 

For several years, OPIC has recog- 
nized that as a result of the interna- 
tional debt crisis entrepreneurs in 
developing countries are having an 
extraordinarily difficult time raising 
capital for projects that will produce 
economic growth and ultimately 
enable those countries to pay their 
debts. OPIC’s coverage for leases, 
institutional loans, and banking af- 
filiates has been honed in coopera- 
tion with members of the banking 
industry in several countries. 


Leasing provides medium-term 
financing — hard to find in most 
developing countries — for capital 
goods, expansions and moderniza- 
tion. Long-term lending through 
banking institutions often provides a 
vital element in the development of 


private sector prospects, and OPIC 
insurance is an increasingly impor- 


« OPIC’s Insurance Program can insure new U.S. invest- 
ments and modernizations or expansions overseas against 
three political risks: political violence (war, revolution, 
insurrection, civil strife) affecting assets a..d/or business 
income; expropriation; and inconvertibility of local currency. 
Specialized insurance coverages are also available for U.S. 
investors involved with certain contracting, exporting, li- 
censing or leasing transactions to be undertaken in a 


developing country. 


10 


tant and effective way to encourage 
U.S. lenders. During the year. OPIC 
issued commitments to insure loans 
totalling $545 million to 14 projects 
in seven countries. Finally, a per- 
manent private sector banking 
presence is a critical element in 
financing development, and OPIC 
provides substantial support for 
equity investment in branch banks 
and other ba\nk affiliates. 


« In Brazil, OPIC provided coverage 
Jor leases of a variety of U.S.-made 
equipment, including agriculural 
machinery, aircraft engines, and 
bottle production equipment. 


* More than $45 million in U.S. 
exports over the next five years will 
result from the construction of a 
eucalyptus pulp mill in Chile. OPIC 
facilitated the project by providing 
insurance for First National Bank of 
Boston's loan to a local firm under- 
taking the project. 


* To improve financial options for 
the local business community in 
Poland, OPIC insured an equity 
investment in a new subsidiary of 
Citibank in that country, which is 
desperately in need of a modern, 


private banking system. 


Pron:sting Stability 

in the Middle East 

The Middle East has been a focus 
for OPIC, as continued development 
will help bring stability and peace te 
this region so politically and . co- 
nomically important to the United 
States. 


* OPIC insurance will support the 
installation and renovation of earth 
satellite stations in Algeria, and lead 
to the procurement of $16 million of 
U.S.-made equipment. Undertaken 
by Scientific-Atlanta, a Georgia- 
based firm, this project will provide 
supervision, testing and personnel 
services for the facilities, train 61 
Algerian technicians, and improve 
the country’s telephone service. This 
is OPIC’s first insurance project in 


Algeria. 


‘* OPIC also insured a record eight 
projects in Egypt. including invest- 
ments in air conditioning manufac- 
turing. food processing facilities, the 
supply of irrigation pumps. and the 
supply of dredges to improve trans- 
portation in the Suez Canal. 


* In Yemen (a non-OPEC country). 
OPIC supported a project in the oil 
and gas development sector, and in 
Saudi Arabia insurance was issued 
for several projects, including pro- 
cessing of titanium dioxide and the 
supply of computers. 


* OPIC contributed to reconstruc- 
tion in Kuwait with active participa- 
tion in multi-agency seminars and 
trade shows, and by supporting a 
project to renovate and repair the 
war-damaged Sheraton hotel in 
Kuwait City. 


Supporting Privatization 

and Small Businesses 
Privatization, the transfer to private 
hands of government-owned enter- 
prises, is playing an increasing role 
in reinvigorating the economies of 
less developed countries. OPIC was 
also very active with small busi- 
nesses in newly democratized 
Central and Eastern Europe. insur- 
ing 25 new projects in Czechoslova- 
kia, Hungary. and Poland. 


* OPIC’s insurance supported four 
privatizations in fiscal 1991: a hotel 
in Jamaica; a potato processing 
plant in Poland; and a cable televi- 
sion operation as well as a spice. 


coffee, and tea processing and distri- 


bution project in Hungary. 


* OPIC insured many projects in 
Central and Eastern Europe inwvolv- 
ing small U.S. businesses. Sewh 
projects included a bagel bakery. 
consumer goods distribution, meat 
processing, laundromats, and cos- 
tume jewelry manufacturing. In 
addition, OPIC focused on telecom- 
munications projects because a lack 
of modern communication facilities 
has impeded the investment — both 
foreign and local — needed to move 
the economies of these countries 
forward. 


Working With 

OPIC Counterparts 

Working with foreign government 
counterparts, OPIC has helped to 
facilitate U.S. investments that 
might otherwise not have gone 
forward. 


* OPIC worked in concert with the 


Export Finance and Insurance Corpo- 


ration (EFIC), the Australian coun- 
terpart to OPIC, to craft an insur- 


ance package that provides full 
political risk insurance support for 


the Kutubu oil development project 
in Papua New Guinea. OPIC was 
particularly pleased to play a role in 
this project. not only because it was 
OPIC’s first insurance project in this 
East Asian island country. but also 
because it was an especially signifi- 


cant venture in terms of economic 


development. 


For the United States the Kutubu 
project is very significant, because it 
will generate over $100 million in 
exports of American goods and ser- 
vices. The project also will generate 
thousands of new jobs in Papua 
New Guinea during the construction 
phase, and provide a vitally impor- 
tant source of hard currency export 
carnings for years to come. 


Enhancing 
Coverage 


OPIC prides itself on its understand- 
ing of, and responsiveness to the 
business needs of its clients. OPIC 
continued to pursue refinements in 
its coverages to match market 
demands. 


‘** This year OPIC improved its 
policy ‘orms with a number of 
changes that expand the coverages 
ard clarify their terms. In addition, 
the cost containment programs (de- 
veloped in FY 1990 and newly avail- 
able this year) proved popular. 
Several firms are now in the process 
of working with OPIC to design stop 
loss and deductible programs that 
offer the best combination of risk 
mitigation and premium reduction 
for their particuiar circumstances. 


The Investment 
Development 


Departments into a new Depart- 
ment of Investment Development. 


This reorganization blends develop- 
ment assistance and analysis activi- 
ties ith the activities of investment 
missions, investor services and 
outreach. The new department is 


also responsible for providing public 
affairs and liaison services for the 


Corporation. 


OPIC is now able. having stream- 
lined and reorganized several busi- 
ness units, to provide a wide new 
array of investor services. OPIC is 


also expanding the range of its 
development assistance and analysis 
activities to include more specialized 
functions such as export processing 
zone deve,cpment and privatization 
studies. 


These and other new service initia- 
tives have given OPIC the ability to 
provide business pianning and 
counseling to small and medium- 
sized U.S. companies. as well as 
new-to-market firms that have po- 
tential to invest but lack interna- 
tional business expertise. The 
Investment Development Program 
can therefore provide greater sup- 
port for our Finance and Insurance 
programs by following up with mis- 
sion participants in their project de- 
velopment efforts, and helping to 
facilitate the implementation of new 
investment projects. 


Additionally. current services have 
been enhanced by making more 
efficient use of OPIC’s staff, and by 
teaming up with people and re- 
sources of other public and private 
organizations that have goals 
compiementary to OPIC’s. Many 
new and mutually -beneficial coop- 
erative arrangements have been 
established between OPIC and its 
counterparts, multilateral institu- 
tions, other U.S. government agen- 
cies, and private organizations. By 
forging such links. OPIC’s capabili- 
ties are strengthenec while it contin- 
ues to serve American businesses. 
which many of our counterperts 
ca.inot do directly. 


« OPIC’s Investor Services are designed to meet the broadly based needs of American bus‘nesses. 


Low cost Advisory Services are offered to small, 
medium-sized and “new-to-market” U.S. businesses 
contemplating investment overseas. By utilizing 


expertise throughout OPIC, firms may obtain profes- 
sional guidance and assistance with business plan 


development, project evaluation, joint venture part- 


finance sourcing. 


The Opportunity Bank is a computer data system 
designed to identify and bring together potential US. 
and foreign joint venture partners. American firms 
seeking joint venture projects abroad may submit a 
profile of their company and their investment inter. 
ests. and have this information “matched” against 
similar information submitted by foreign businesses 


seeking American investors. Registration ts free. 
with a modest fee charged for “match” requests 


The Investor Information Service is an information 


clearinghouse which provides U.{.. companies and 
individuals with easy “one-stop-shopping™ for basic 
economic, business and political information and 
data from a variety of sources on some 122 develop- 
ing countries and '6 geographical regions. The 
information is available for purchase in country- 


specific and region-specific kits. 


OPIC sponsors Investment Missions (o developing 
countries offering excellent investment opportunities 
for American businesses. Missions are designed to 
introduce U.S. business executives a.d entrepre- 
neurs to key business leaders. high-ranking host 
country government officials. and most importantly. 


potential joint venture partners 


Fostering U.S. 
Small Businesses 


OPIC's pi »gram of advisory services 
completed an excellent first year in 
operation by assisting several pro- 
jects in various stages of develop- 
ment. 


‘ OPIC developed business plans 
and provided project structuring 
advice for a $25 million upgrading 
of a hotel property in Malta, as well 
as the expansion of a fertilizer pro- 
duction facility in Panama, a project 
currently under review for a $3 mil- 
lion OPIC direct loan. 


* Utilizing OPIC’s Opportunity Bank 
and other resources, OPIC located 
potential U.S. equity partners for a 
hotel property in Panama that was 
identified during OPIC’s 1990 in- 
vestment mission to that country. 


Sponsoring 
Investment Missions 


Despite disruptions associated with 
the Gulf War which required OPIC 
to postpone several investment mis- 
sions, the Corporation was still able 
to make 1991 the second busiest 
year ever for the Missions program. 


‘* Over 130 companies took part in 
seven missions to nine countries dur- 
ing the year, visiting Argentina, 
Botswana, Chile, eastern Germany, 
Indonesia, Malta, Namibia, 
Portugal, and Zimbabwe. The U.S. 
Agency for Inter ational Develop- 
ment (A.I.D.), the U.S. Small Busi- 
ness Administration (SBA), and 
many foreign government agencies 
contributed a great deal to the suc- 
cess of this year’s missions efforts. 


* To enhance U.S. competitiveness 
in Africa, OPIC and A.I.D. estab- 
lished a joint program to co-sponsor 
a series of investment missions to 
that continent. The first mission vis- 
ited Botswana, Zimbabwe and 
Namibia in April, 1991. Three more 
missions visiting approximately five 
more countries will be organized 
during the next year to help support 
moves toward democracy and the 
establishment of market economies 
in this developing region. 


*® OPIC and A.I.D.'s Latin American 
and Caribbean Bureau entered into 
a two-year agreement to provide for 
increased and enhanced investment 
missions, outreach and investor 
services throughout this important 


region. 


* OPIC and SBA devised a program 
to increase participation by U.S. 
small business and entrepreneurs on 
OPIC missions. The arrangement 
has permitted OPIC to tap SBA’s 
nationwide network to improve 
recruitment of small business mis- 


sion participants. 


Enhancing 
Information Services 
and Outreach 


Cooperation with public and private 

organizations was also central to the 
enhancement of OPIC’s information 

services and outreach efforts during 
the year. 


* OPIC and Mead Data Central, 
Inc.'s on-line LEXTS* / NEXTS* services 
entered into a cooperative arrange- 
ment to disseminate overseas project 
and U.S. investor data from OPIC’s 
Opportunity Bank, as well as coun- 
try and regiional information provid- 
ed by OPIC’s Investor Information 
Service (IIS). LEXIS" /NEXIS* is a 
major on-line state-of-the-art inter- 
national information network 
providing legal and business infor- 
mation to more than 500,000 
subscribers worldwide. 


* OPIC and the Department of 
Commerce worked together to pro- 


mote OPIC services to the American 
export community by providing OPIC 
speakers for over 30 Trade Promo- 
tion Coordinating Committee (TPCC) 
conferences in major U.S. cities dur- 
ing the year. Highlighted at the con- 
ferences were the ways that OPIC’s 
programs enhance U.S. exports and 
create American jobs. The TPCC 
initiative — which combined the 
efforts of 18 U.S. government agen- 
cies — was led by U.S. Secretary of 
Commerce Robert A. Mosbacher as 
part of the Bush Administration's 
national effort to increase American 


exports. 
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Sg 20 Years of Investing in Freedom 


Economic Benefits tothe U.S. — 


Cumulative Net U.S. Exports Generated 
Oric programs benefit not only developing 
countries but also the United States. By careful 
screening, OPIC eliminates from consideration those 
proposed projects that might harm the United States. 
The projects that OPIC assists provide substantial 
benefits for the U.S. by expanding markets, increasing 
exports, creating new jobs and opening access tc new 
resources. Projects assisted by OPIC are estimated to 
have generated total net U.S. exports of $22.9 billion 
during their first five years of operations. 


Cumulative U.S. Employment Generated E mployment benefits to the U.S. resulting 
from OPIC projects are also significant. An 
estimated 359,000 person-years of employment 
luave been generated in the United States in 
connection with the manufacturing, mining, 
growing, processing and shipping of the additional 
U.S. exports resulting from OPIC-assisted invest- 
ment projects. The continued economic growth of 
developing countries, stimulated by such invest- 
mei..s, will continue to create thousands of 
additional American jobs to produce more U.S. 
1971 equipment, materials and services for export. 


Profitability 


Ortc's revenues have risen steadily since its 
inception, with net income increasing by an 
average of over ten percent each year since 1971. 
Program activity on a per-employee basis has 
more than doubled with relatively flat administra- 
tive expenses. OPIC has earned a cumulative 
total of over $1.9 billion in gross revenues. The 
Corporation is extremely proud to offer such a 
substantial return to the American people while 
fulfilling its developmental mandate and strength- 
ening U.S. competitiveness in the global market- 


place. 
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Fiscal Soundness 


Host Country Development Effects 


Opic-assisted projects have helped to alleviate 
two of the most pressing problems faced by devel- 
oping countries — a chronic shortage of foreign 
exchange to pay for critically needed imports and 
foreign debt service, and the widespread unemploy- 
ment and underemployment of their work force. 
OPIC projects have cumulatively generated average 


annual net foreign exchange earnings and savings for 
host country governments of $9.3 billion. 


Cumulative Host Country Jobs Created 


$3.85 
billion 


Ortc's financial condition is exceptionally 
strong. In 1971, OPIC was faced with a daunting 
portfolio of potential liabilities and minimal 
reserves. Now, twenty years later, its total capital 
and reserves have climbed to 45% of manage- 
ment's best estimate of total potential liability. 
OPIC also has established individual reserves to 
provide for both specific and nonspecific losses in 
its finance and insurance operations. The Corpo- 
ration has achieved significant recoveries on assets 
acquired in claim settlements, and maintained 
liquid assets of $1.7 billion in cash and U.S. 
Treasury securities at September 30, 1991, 

a more than six-fold increase over 1971 levels. 


Cumulative Host Country Balance of Payments Impact 


446.000 


Ortc projects have created an estimated 
446,000 host country jobs. By creating new 
jobs, generating exports and foreign exchange, 
and raising income le Is, OPIC is helping many 
nations to realize their purential for economic 
growth. As higher income overseas spurs the 
expansion of foreign consumer demand, American 
goods and services will increasingly find their way 
into the global marketplace. 
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Company 


Description 


ams AFRICA 


Amount 


of Assistance” 


“SP Fiscal Year 1991 Financed and Insured Clients’ 


Type 
of Assistance 


ALGERIA 

Scientific Atlanta, Inc. Telecommunications $ 3,305,314 Insurance 

COTE D'IVOIRE 

Société des Mines d’Afema, S.A. Gold Mining 2,000,000 Direct Loan 
2.250.000 Insurance 

EQUATORIAL GUINEA 

Alba Gas Field Consortium, Ltd. Gas Condensate Production Facility 13,100,000 Loan Guaranty 

GHANA 

Africa Growth Fund Banking 350,000 Insurance 

Caterpillar Financia! Services Gold Mining 1,375,714 Insurance 

Pryor McClendon & Counts Securities House 205,250 Insurance 

MOROCCO 

Great Lakes Dredge & Dock Company Dredging of Ports 351,000 Insurance 

McCormick & Company, Inc. Spices and Seasonings 2,085,000 Insurance 

NIGERIA 

Citibank, N.A. Banking 1,242,000 Insurance 

SWAZILAND 

Cone Mills Corporation Technology Transfer 3,300,000 Loan Guaranty 


KB ANMRIAS 


ARGENTINA 
Argentine Bottling Association Soft Drinks 10,170,000 Insurance 
BellSouth Enterprises, Inc. & Expansion of Cellular Phone Network 14,00C€ 900 Loan Guaranty 
Motorola, Inc. 
Citibank, N.A. Kraft Pulp Mill 45,000,000 Insurance 
Citibank Overseas Banking 23,496,000 Insurance 
Investment Corporation 
Puerto Rico Plastics Company Plastic Container Manufacturing 1,500,000 Direct Loan 
1,350,000 Insurance 
BAHAMAS 
Landquest Cays, Ltd. Port Facility 1,630,000 Direct Loan 
Uniroyal Chemical Company, Inc. Chemical Production 10,800,000 Loan Guaranty 
BOLIVIA 
Battle Mountain Gold Company Gold Mining 40,000,000 Loan Guaranty 
25,000,000 Insurance 
BHN Multibanco S.A. On-Lending Facility 5,000,000 Direct Loan 
Bolivian Power Company, Ltd. Power Generation 50,000,000 Loan Guaranty 
Servicio Grafico Quipus Printing Plant Expansion 1,200,000 Direct Loan 


* New or expansion projects financed and/or insured by OPIC in fiscal year 1991. 
** For direct loans and loan guaranties, this figure represents the dollar amount committed. 
For insurance. this figure represents the largest single coverage amount. 
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Company Description Amount Type 

of Assistance of Assistance 
BRAZIL 
Bank of Boston, S.A. Leasing Company 27,500,000 Insurance 
Chemical Bank Banking 30,625,000 Insurance 
Citibank, N.A. Printing and Paper Plant 37,500,000 Insurance 
Citicorp Leasing International, Inc. Equipment Leasing 43,122,090 Insurance 
Ecoban Finance Limited Banking 27,000,000 Insurance 
First Chicago Westheim, Ltd. Restaurants 30,240,000 Insurance 
First National Bank of Boston Agricultural Co-op 2,099,855 Insurance 
First National Bank of Boston Food Processing 736,592 Insurance 
Fresh Start Foods L.P. Bakery 6,000,000 Loan Guaranty 
Norwest Bank Minnesota, N.A. Computer Leasing 37,652,500 Insurance 
CHILE 
Citibank Overseas Credit Card Company 10,221,200 Insurance 

Investment Corporation 
Citicorp Banking Corporation Fishmeal Production 23,500,000 Insurance 
Citicorp Banking Corporation Soft Drink Bottling 5,500,000 Insurance 
Phelps Dodge Corporation Copper Mining 50,000,000 Loan Guaranty 
16,200,000 Insurance 
Phelps Dodge Mining Corporation Copper Ore/Precious Metals Mining 83,800,000 Insurance 
COLOMBIA 
Cargill Fertilizer Plant 3,789,611 Insurance 
Citibank, N.A. Nickel Mine Expansion 100,000,000 Insurance 
Citibank Overseas Banking 74,692,530 Insurance 
Investment Corporation 

Frontier Exploration, Inc. Seismic Hydrocarbon Exploration 1,530,188 Insurance 
Kimberly-Clark Corporation Paper Manufacturing 2.745.000 Insurance 
COSTA RICA 
Conair Corporation Small Appliance Manufacturing 10,500,000 Loan Guaranty 
Kimberly-Clark Corporation Disposable Diapers 2,700,000 Insurance 
McDonald's Corporation Restaurants 4,500,000 Insurance 
N & B Jewelry Corporation Jewelry Manufacturing 2,000,000 Direct Loan 
DOMINICAN REPUBLIC 
Citicorp Banking 6,935,529 Insurance 
Synergics, Inc. Electric Power Plant 10,150,000 Direct Loan 
GTE Service Corporation Telecommunication Services Expansion 14,000,000 Loan Guaranty 
ECUADOR 
Citibank, N.A. Banking 1,277,872 Insurance 
GUATEMALA 
807 CMT Corporation Garment Manufacturing 600,000 Insurance 
Central American Produce, Inc. Agribusiness 1,198,148 Insurance 
Citibank, N.A. Banking 2,310,081 Insurance 
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GUYANA 
Atlantic Tele-Network, Inc. 
Green Mining, Inc. 


HAITI 
Depth Perception, Inc. 


HONDURAS 
Parque Industrial San Miguel, S.A. 


JAMAICA 
Citibank, N.A. 
Citibank, N.A. 


PANAMA 
General Mills, Inc. 


TRINIDAD & TOBAGO 
Citibank, N.A. 
Huntington/Pacific Ceramics 


URUGUAY 
BellSouth Enterprises, Inc. 


Latin American 
General Investment Company 


McDonald's Corporation 


VENEZUELA 
BellSouth Enterprises, Inc. 
Citicorp, et. al. 


Description Amount 

of Assistance 
Telecommunications $ 48,750,000 
Bauxite Mining 1,275,300 
Diving Weights Manufacturing 90,000 
Free Trade Zone 3,600,000 
Hotel Privatization 8,784,000 
Resort Complex 13,365,313 
Flour Mill Operation 3,391,000 
Banking 12,000,000 
Glazed Ceramic Tile Manufacturing 7,000,000 
Cellular Telephone Services 2,000,000 
Restaurants 500,000 
Restaurants 3,000,000 
Cellular Telephone Services 58,900,000 
Polyethylene Production 75,000,000 


Insurance 


Direct Loan 


CYPRUS 
HSQ Technology 


CZECHOSLOVAKIA 
Bell Atlantic International, Inc. 
Caribbean Jewelry Corporation 


Citibank Overseas 
Investment Corporation 


HUNGARY 
American Laundry Systems II 
Sara Lee Corporation 


Citibank Overseas 
Investment Corporation 


Euro Enterprises Company 
Fusion Enterprises, Inc. 


Manufacturer's Hanover Trust Company 


Reader's Digest 


United Communications International 


Irrigation Technology 


Cellular Telephone Services 
Costume Jewelry Manufacturing 


Banking 


Laundromat 
Coffee, Tea and Spice Processing 
and Distribution Privatization 


Banking 


Trade Shows 
Restaurants 
Automobile Production 


Magazine 
Cable Television Privatization 


108,000 


190,000 
90,000,000 


22,220,000 


50,000 
3,480,000 
100,000,000 
1,000,000 
25,000,000 


Insurance 


Insurance 


Direct Loan 
Insurance 


Insurance 


Insurance 
Insurance 


Insurance 


Insurance 
Insurance 
Insurance 
Insurance 
Insurance 


Alexander Lauber 

American Express Bank, Ltd. 
B.B.S.P. International, Inc. 
Basic American, Inc. 


CARE Small Business 
Assistance Corporation 


Chase Enterprises 


Citibank Overseas 
Investment Corporation 


Epstein Plant Acquisitions 

Levi Strauss International 

McKenzie Methane Poland Company 
Midwest Enterprises, Ltd. 

Morrison Knudsen 

Pentor Communications 

Pentor Communications 


YUGOSLAVIA 
Good Fortune Gold 


Flax and Wool Processing 
Equipment Manufacturing 


Bagel Bakery 

Travel Services Company 

Consumer Goods Distribution 
Potato Processing Plant Privatization 


Investment Company 


Cable Television System 
Banking 


Meat Processing Plant 
Blue Jean Manufacturing 


Methane Gas Development 
Transportation Company 


Banking 
Television/Film Production Company 


Magazine 


Jewelry Manufacturing 


$ 4,000,000 


167,011 
1,800,000 
11,016,000 


3,600,000 
7,020,000 


2,300,000 


13,500,000 
11,100,000 


1,836,000 
9,500,000 
46,000,000 
90,000 
1,125,000 
232,351 
236,943 


466,000 


Insurance 


AAR BAST ARD ASI, ———— EEE 


Asia Pacific Growth Fund 


EGYPT 

Carrier Corporation 

Carrier Corporation 

Ellicott Machine Corporation 
Harbert /Jones Companies 
Johnston Pump/General Valve 
Mansour Motor Group 


Pepsico, Inc. 


INDIA 
Citibank, N.A. 
Guardian International Corporation 


INDONESIA 
Citibank, N.A. 


Citibank Overseas 
Investment Corporation 


Intercontinental Electric 


Air Conditioning Manufacturing 


Marketing Operation 

Supply Dredges and Spare Parts 
Sewer Construction 

Supply Pumps 

Agricultural Vehicle Distributorship 
Snack Food Production 


Banking 
Float Glass Production 


Banking 
Leasing Services 


Power Plant 


405,000 
707,010 
2,719,873 
4,778,760 
56,201 
3,000,000 
20,700,000 


13,790,250 
24,480,000 


51,994,800 
5,672,612 


1,080,000 


Insurance 
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Company Description Amount Type 
of Assistance of Assistance 

ISRAEL 

Dead Sea Rift Partners Oil and Gas Exploration $ 1,083,000 insurance 

KOREA 

PQ Holdings, Inc. Zeolite /Chemicals Production 18,900,000 Insurance 

KUWAIT 

Turner International Industries Construction Services 6,683,512 Insurance 

PAKISTAN 

Citibank, N.A. Banking 8.888.000 Insurance 

PAPUA NEW GUINEA 

Bankers Trust Australia, Ltd. Oil Development 67,000,000 Insurance 

PHILIPPINES 

Atlas Consolidated Mining Copper Ore Mining 50,000,000 Insurance 

Maxim Integrated Circuits Integrated Circuits 452,250 Insurance 

Premark International, Inc. Tupperware Production 25,505,567 Insurance 

SAUDI ARABIA 

Cray Research, Inc. Supply Computer Equipment 7,872,755 Insurance 

Distribution Consulting Services Logistics Services 499,171 Insurance 

Kerr McGee Chemical Corporation Titanium Dioxide Production 6,089,999 Insurance 

SRI LANKA 

Kellwood Asia, Lid. Garment Production Expansion 4,000,000 Insurance 

THAILAND 

Citibank Overseas Vehicle Leasing 4,632,870 Insurance 

Investment Corporation 

Guardian Industries Corporation Float Glass Production 6,000,000 Insurance 

John Hancock International, Inc. Life Insurance Operations 25,000,000 Insurance 

PQ Corporation Synthetic Zeolite Production 7,000,000 Loan Guaranty 
7,000,000 Insurance 

TURKEY 

American Express Bank Banking 9,884,663 Insurance 

Ralston Purina Overseas Battery Manufacturing 7,200,000 Insurance 

Battery Company 

Gillette Company Razor Blade Manufacturing 4,800,000 Insurance 

YEMEN ARAB REPUBLIC 

Nabors Drilling International Oil and Gas Well Drilling 65,800,000 Insurance 
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} Sy Financial Information 


Price Waterhouse 


December 18, 1991 


To the Board of Directors 
Overseas Private Investment Coiporation 


We have audited the accompanying balance sheets of Overseas Private Investment 
Corporation (OPIC) as of September 30, 1991 and 1990, and the related statements of 
income, capital and retained earnings, and of cash flows for the years then ended. 
| These financial statements are the responsibility of OPIC’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards and 
Government Auditing Standards issued by the Comptroller General of the United 
States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. 
Also, in accordance with those standards and as part of our audit of OPIC’s financial 
Statements, we issued separate reports on internal controls and on compliance with 
applicable laws and regulations. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements audited by us present fairly, in all material 
respects, the financial position of OPIC at September 30, 1991 and 1990, and the 
results of its operations and its cash flows for the years then ended in conformity with 


generally accepted accounting princiyles. 


Bue Wetuttoure 


SPP Balance Sheet 


Overseas Private Investment Corporation 


AT SEPTEMBER 30 (S$ in thousands) i999  ——— 1990 
ASSETS 
Cash and investments: 
Cash $ 3.143 $ 4,265 
U.S. Treasury securities at amortized cost plus accrued interest (Note 4) 1,660,350 1,499,864 
1,663,493 1,504,129 
Direct Investment Fund loans outstanding of $62,943 and $59,400 less 
allowance for uncollectible loans of $8,651 and $13,251 in FY 1991 
and in FY 1990 (Notes 2 and 5) 54.292 46.149 
Accrued interest and fees 3.274 5,906 
Accounts receivable of $11,096 less allowance of $242 in FY 1991 10.854 3,204 
Furniture, equipment and leasehold improvements at cost less accumulated 
depreciation and amortization of $1,568 in FY 1991 and $1,450 in FY 1990 1.415 1,540 
Assets acquired in claims settlements of $36,449 and $54,666 less allowance 
for doubtful recoveries of $15,680 and $19.473 in FY 1991 and in FY 1990 
(Note 6) 20.769 35,193 
TOTAL ASSETS 1,754,087 §$ 1,596,121 
LIABILITIES, CAPITAL AND RETAINED EARNINGS 
Liabilities: 
Reserve for political risk insurance (Note 2) 38,000 $ 38,000 
Reserve for investment guaranties (Note 2) 20,400 18,000 
Accounts payable and accrued expenses 7,123 4.800 
Unearned premiums 21,471 19,074 
86.994 79,874 
Contingent liabilities (Notes 8, 9 and 12) 
Capital and retained earnings: 
Contributed capital 50,000 50,000 
Retained earnings: 
Restricted: 
Insurance (Notes 7 and 8) 1,136,817 973,103 
Guaranty (Notes 7 and 9) 479.755 482,331 
Unrestricted 531 5.813 
1,667,103 1,516,247 
TOTAL LIABILITIES, CAPITAL AND RETAINED EARNINGS 1,754,097 §$ 1,596,121 


The accompanying notes are an integral part of the financial statements. 
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Ss Statement of Income 


Overseas Private Investment Corporation 


FOR THE YEARS ENDED SEPTEMBER 30 (S$ in thousu:ds) 


Political risk insurance revenue (Note &) 
Investment guaranty revenue 

DIF loan revenue 

Interest on U.S. Treasury securities 
Other interest and income 


Salaries and benefits 
Provision for (Note 2}: 
Political risk insurance 
Investment guaranties 
DIF loans (Note 5) 
Accounts receivable 
Contractual services 
Rent, communications and utilities (Note 10) 
Depreciation and amortization 
Other general and administrative expenses 


The accompanying notes are an integral part of the financial statements 


1991 


1990 


36.465 
12.480 
5.446 
113,126 
202 
167.719 
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J?” Statement of Caps ¢ and Retained Earnings 


)a8.8)! 


Overseas Private In 


FOR THE 2 YEARS ENDED 
SEPTEMBER 30, 1991 (S in thousands) 


BALANCE SEPTEMBER 30. 1989 


Net income 
Transfers from unrestricted retained earnings 
BALANCE SEPTEMBER 30, 1990 


Net income 
Transfers from unrestricted etained earnings 
BALANCE SEPTEMBER 30, 1991 


Capital Retained Earnings Total 


Restricted 
Insurance Guaranty 
(Notes 7 (Notes 7 


7,603 $1,373,220 


154.210 143.027 
(156.000) 0 
5.813 1,516,247 


160.718 150.856 
(166.000) 0 


and 8) and 9) Unrestricted 

S 50.000 S$ 905.611 S 410,006 5 
0 (8.508) (2.675) 
0 81.000 75,000 
50,000 978.103 44° 331 
0 (7.286) (2.576) 
0 166.000 0 

S 50,000 $1,136,817 S 479.755 §$ 


The accompanying notes are an integral part of the financial statements 


CSR Statement of Cash Flows 


Overseas Private Investment Corporation 


INCREASE (DECREASE) IN CASH 
FOR THE YEARS ENDED SEPTEMBER 30 ($ in thousands) 1991 


CASH FLOWS FROM OPERATING ACTIVITIES: 


Net income $ 150.856 
Adjustments to reconcile net income to net cash provided by operating activities: 


Provision for: 


Political risk insurance 7.286 
Investment guaranties 2.576 
DIF loans 691 
Accounts receivable 378 
Insurance revenue earned (34,842) 
Amortization of discounts on U.S. securities (26,304) 
Depreciation and amortization 289 
Insurance revenue received 37.239 
Increase in accounts payable 2,323 
Decrease (Increase) in accrued interest and fees 2.632 
(Increase) Decrease in accounts receivable (7,650) 
Assets acquired in claims settlements (8,156) 
Recoveries on assets acquired in claims settlements 16,424 
Insurance reserve claim payments (2,016) 
CASH PROVIDED BY OPERATING ACTIVITIES 141,726 
CASH FLOWS FROM INVESTING ACTIVITIES: 
Maturities of U.S. securities 941,100 
Purchase of U.S. securities (1,075,282) 
Repayment of DIF loans 9,276 
Disbursement of DIF loans (19.049) 
Restructuring of DIF loans 1,271 
Acquisition of furniture and equipment (164) 
CASH USED IN INVESTING ACTIVITIES (142,848) 
NET INCREASE (DECREASE) IN CASH $ (1,122) 
CASH AT BEGINNING OF YEAR 4,265 
CASH AT END OF YEAR $ 3,143 


The accompanying notes are an integral part of the financial statements. 


$ 


1990 


143,027 


(36,465) 

(44,341) 
488 
36,062 
299 

(4.181) 
1,978 

(10,671) 
28.443 
0 


126,222 


983.490 


(1,095,392) 


12,701 
(23.122) 
0 
(300) 


(122,623) 


3,599 


September 30. 1991 and 1990 


Statement of 
Corporate Purpose 


The Overseas Private Investment Cor- 
poration (OPIC) is a self-sustaining 
U.S. Government Agency created 
under the Foreign Assistance Act of 
1961 (FAA). as amended, to facilitate 
U.S. private investment in friendly 
developing countries, primarily by 
offering investment guaranties, direct 
loans, political risk insurance and 
pre-investment support. 


Note 2: Summary of Significant 

Accounting Policies 
Revenue Recognition: Guaranty fees 
are amortized over the applicable loan 
period. Interest on loans is accrued 
based on the principal amount out- 
standing. Revenue from both loan 
interest payments and guaranty fees 
which are more than 90 days past due 
is recognized only when cash is re- 
ceived. Revenue from political risk 
insurance premiums is recognized on 
a pro-rata basis over the contract cov- 
erage period. Accretion of discount on 
investment securities is amortized into 
income under a method approximat- 
ing the effective yield method. 


Note I: 


Reserves for Political Risk Insurance 
and Investment Guaranties: The re- 
serves for political risk insurance and 
investment guaranties provide for 
losses inherent in those operations. 
These reserves are general reserves, 
available to absorb losses related to 
the total insurance and guaranties 
outstanding, which are off-balance 
sheet commitments. The reserves are 
increased by provisions charged to 
expense and decreased for claims 
settlements. 


The provisions for political risk insur- 
ance and investment guaranties are 
based on management's evaluation of 
the adequacy of the related reserves. 
This evaluation encompasses consid- 
eration of past loss experience and 
other factors, including changes in the 
composition and volume of the insur- 
ance and guaranties outstanding, and 
worldwide economic and political con- 
ditions. 


SPP” Notes To Financial Statements 


Overseas Private Investment Corporation 


Allowance for Uncollectible Loans: 

The allowance for uncollectible loan 
amounts and related accounts receiv- 
able is based on management's peri- 
odic evaluations of the loan portfolio. 
In its evaluation. management consid- 
ers numerous factors. including, but 
not limited to, general economic con- 
ditions. loan portfolio composition. 
and prior loan loss experience. 


Fund Balance with the U.S. Treasury: 
Substantially all of OPIC’s receipts 
and disbursements are processed by 
the U.S. Treasury. which. in effect. 
maintains OPIC’s bank accounts. For 
the purposes of the Statement of Cash 
Flows, OPIC’s funds in the U.S. Trea- 
sury are considered cash. 


Investment in U.S. Treasury Securities: 
By statute, OPIC is authorized to in- 
vest funds derived from fees and other 
revenues in U.S. Treasury securities. 
Investments are carried at face value 
less unamortized discount and are 
generally held to maturity. OPIC has 
the ability and intent to hold its in- 
vestments until maturity or until the 
carrying cost can be otherwise recov- 
ered 


Valuation of Assets Acquired in Claims 
Settlements: Assets acquired in 
claims settlements are valued at the 
lower of manageinent's estimate of the 
net realizalole value of recovery or the 
cost of acquisition. 


OPIC acquires foreign currency in 
settlement of inconvertibility claims 
when an insured foreign enterprise is 
unable to convert foreign currency 
into U.S. dollars as well as in some 
direct loan and investment guaraiity 
collection efforts. The U.S. dollar 
equivalent is recorded until utilized by 
OPIC or other agencies of the United 
States Government or until exchanged 
for U.S. dollars by the foreign govern- 
ment. 


Depreciation and Amortization: Depre- 
ciation and amortization of fixed as- 
sets and leasehold improvements are 
computed using the straight-line 
method over the estimated useful life 
of the asset or lease term. whichever is 
shorter, with periods ranging from 5 
to 15 years. 


Acquisition Costs: Costs of acquiring 
new insurance or finance business are 
expensed in the year incurred as such 
costs are not considered material. 


Note 3: Intragovernmental 
Financial Activities 
OPIC. as a U.S. Government Agency. 
is subject to financial decisions and 
management controls of the Office of 
Management and Budget (OMB). As a 
result of this relationship. OPIC’s 
operations may not be conducted nor 
its financial position reported as they 
would be if OPIC were not a govern- 
ment corporation. Furthermore. in 
accordance with international agree- 
ments relating to its programs. as well 
as internal U.S. Government operating 
procedures, foreign currency acquired 
by OPIC can be used tor U.S. Govern- 
ment expenses. This facility consti- 
tutes an additional means by which 
OPIC can recover U.S. dollars with 
respect to its insurance and finance 
programs which would otherwise be 
unavailable. 


OPIC is also subject to the Federal 
Credit Reform Act of 1990 which was 
implemented as of October 1. 1991. 
The primary objective of credit reform 
is to identify the costs inherent in 
federal credit programs so that they 
may be compared more easily with the 
costs of other federal spending. To 
this end. commencing in FY 1992. 
OPIC's credit activities — the direct 
loan and investment guaranty pro- 
grams as well as credit-related admin- 
istrative expenses — will be effectively 
funded through direct appropriations 
and borrowings from Treasury rather 
than through retained earnings accu- 
mulated in prior vears. Accordingly. 
OPIC’s financial presentation of its 
credit activities may change in 1992 
and OPIC may have to remit to Trea- 
sury capital accumulated from prior 
year credit activities. OPIC’s non- 
credit activities. including its insur- 
ance program. will continue to be 
operated under the same terms and 
conditions as in the past. 


Note 4: 


Investment in U.S. Treasury Securities 


The amortized cost and estimated market value of investments in U.S. Treasury 
securities are as follows (dollars in thousands): 


Amortized 
U.S. Treasury Securities Cost 
At September 30. 1991: $ 1.635.431 
At September 30. 1990: $ 1.483.417 


Gross Gross Estimated 
Unrealized Unrealized Market 
Gains Losses Value 
S$ 40.634 $ (5.254) $1.670.811 
S 5.788 $ (3.061) $1.486.144 


The amortized cost and estimated market value of U.S. Treasury securities at 
September 30. 1991. by contractual maturity. are shown below. Expected 
maturities will differ from contractual maturities when OPIC exercises its right to 
sell securities prior to maturity (dollars in thousands): 


Due in one year or less 

Due after one year through five vears 
Due after five years through ten years 
Due after ten years 


Estimated 
Amortizec Market 
Cost Value 
S$ 708.908 $ 708.633 
837.246 868.923 
69.469 72,030 
19.808 21,225 
S$ 1.635.431 $ 1,670,811 


Proceeds from sales of investments in U.S. Treasury securities were $1 million 
and $5.8 million during 1991 and 1990. respectively. Gross gains and gross 
losses were less than $1.000 in both years. Accrued interest totalled $24.9 mil- 
lion at September 30. 1991 and $16.4 million at September 30, 1990. 


Note 5: Direct Investment 

Fund (DIF) 
OPIC is authorized by the FAA to 
make loans to private sector projects 
in developing countries. on terms and 
conditions established by OPIC. from 
funds either appropriated or accumu- 
lated through operations. The aggre- 
gate amount of such loans in any year 
cannot exceed the amount established 
in advance by appropriation acts. For 
fiscal years 1991 and 1990, the rel- 
evant appropriation acts allowed new 
loan obligations of up to $40.0 and 


$19.9 million, respectively. 


The cumulative status of the DIF is as 
follows: 


199} 1990 

As of September 30 ($ in millions) 
Sources of DIF Funds: 
Original government 

transfers $ 40.08 40.0 
Cumulative corporate 

transfers 153.3 153.3 
Total funds made 

available for DIF $193.3 $193.3 


1991 1990 

As of September 30 ($ in millions) 
Uses of DIF Funds: 
DIF outstanding 

loans receivable 62.9 59.4 

net of capitalized interest 
Undisbursed 

commitments 46.1 32.5 
Cumulative charge-offs 22.5 17.6 
Unused authority 61.8 83.8 
Total funds made 

available for DIF $193.3 $ 193.3 


Interest income is nc. accrued on 
direct loans which have payments that 
are more than 90 days past due. 
Loans with payments more than 90 
days past due totalled $14.4 million at 
September 30, 1991 and $15.9 million 
at September 30, 1990. If interest in- 


come had been accrued on those loans. 


it would have approximated $1.7 mil- 
lion during fiscal year 1991 and 

$1.8 million during fiscal year 1990. 
Interest collected on delinquent loans 
and recorded as income when received 
amounted to $0.9 million each for fis- 
cal years 1991 and 1990. 


Changes in the allowance for uncol- 
lectible loans during fiscal year 1991 
and 1990 were as follows: 


1991 1990 

(S in thousands) 
Beginning balance 313.251 $16,357 
Charge-offs (5.311) (3.613) 
Recoveries 20 107 
Provision 691 400 
Ending balance $ 8.651 $13.25] 


Note 6: Assets Acquired in 

Claims Settlements 
Claim related assets may result from 
payments on claims u..der either the 
investment guaranty program or the 
insurance program. Under the guar- 
anty program when OPIC pays a guar- 
anteed party. a receivable is created. 
Under the insurance program, similar 
receivables reflect the value of assets, 
generally local currency or host coun- 
try notes, that may be acquired as a 
result of a claim settlement. 


Claim related assets for insurance and 
guaranties are summarized below: 


1991 1990 
As of September 30 ($ in thousands) 
Claim related assets $36.449 $54.666 


net of capitalized interest 
Less: allowance for 
doubtful recoveries 
Net assets acquired in 
claims settlements 


(15.680) (19,473) 


$20,769 $35,193 


Note 7: Statutory Reserves and 


Full Faith and Credit 
Section 235(c) of the FAA established 
a fund with separate accounts known 
as the Insurance Reserve and the 
Guaranty Reserve for the respective 
discharge of liabilities arising from 
investment insurance or from guaran- 
ties issued under Section 234(b) of the 
FAA and similar predecessor guaranty 
authority. These reserves are reflected 
on the balance sheet as restricted 
retained earnings for each program: 
Insurance and Guaranty. These 
amounts may be increased by trans- 
fers from unrestricted retained earn- 


ings or by appropriations. 


As a result of the Federal Credit 
Reform Act of 1990 (Note 3), OPIC did 
not transfer additional funds from un- 
restricted retained earnings to the 
Guaranty Reserve in 1991. A net total 
of $158.7 million in unrestricted re- 
tained earnings was transferred to the 
Insurance Reserve in 1991, and in 
1990 a net (oval of $144.8 million was 
transferred from unrestricted retained 
earnings to the Insurance a1 = suar- 
anty Reserves. At September 30, 
1991 and 1990, unrestricted retained 
earnings available for Insurance or 
Guaranties were $0.5 million and 
$5.8 million, respectively. 


All approved claims arising from in- 
vestment insurance and guaranties 
issued by OPIC constitute obligations 
on which the full faith and credit of 
the United States of America is 
pledged for full payment and perfor- 
mance. Should funds in OPIC’s re- 
serves not be sufficient to discharge 
obligations arising under investment 
insurance or guaranties, and if OPIC 
exceeds its $100 million borrowing 
authority authori.cc by statute, funds 
would have to be borrowed from the 
U.S. Treasury or appropriated to fulfill 
the pledge of full faith and credit to 
which such obligations are entitled. 
Standing authority for such appro- 
priations and borrowings is contained 
in Section 235(f) of the FAA and in the 
Federal Credit Reform Act of 1990. 


Note 8: Insurance Program 


Insurance revenues include the 
following components: 


1991 1990 
As of September 30 ($ in thousands) 


Political risk insurance 


premiums $ 34.593 $ 324.481 
Recoveries on 
claims settlements 249 1,984 


Total insurance 
revenue $ 34,842 $ 36.465 
OPIC’s retained earnings restricted for 
insurance at September 30, 1991 and 
1990 totaled $1.1 billion and $978.1 
million, respectively. Charges against 
retained earnings could arise from 
(A) outstanding political risk insur- 
ance contracts, (B) pending claims 
under insurance contracts, and (C) 
guaranties issued in settlement of 
claims arising under insurance con- 
tracts. 


(A) Political Risk Investment Insurance: 
OPIC issues insurance under limits 
fixed by the statutory authorization in 
the FAA and prior authorities. The 
utilization of these authorized 
amounts (excluding obligations under 
guaranties issued in settlement of 
claims) is as follows: 


As of September 30, 1991 


(S in millions) Total 
Legislative authorization: 
Prior $ 137 
FAA 7.500 
Available authority S$ 7.637 


PIC, as did its predecessors, insures 
investments against three different 
risks: inconvertibility of currency. 
expropriation, and political violence. 
Insurance coverage against inconvert- 
ibility protects the investor from in- 
creased restrictions on the investor's 
ability to convert local currency into 
U.S. dollars. Inconvertibility insur- 
ance does not protect against devalua- 
tion of a country’s currency. 


Expropriation coverage provides com- 
pensation for losses due to confisca- 
tion, nationalization or governmental 
actions the cumulative effect of which 
is to deprive the investor of its funda- 
mental rights in the investment. 


Insurance for political violence in- 
sures investors against losses caused 
by politically motivated acts of vio- 
lence (war. revolution, insurrection or 
civil strife, including terrorism and 
sabotage). 


Claim payments are limited by the 
value of the investment at the time of 
the loss and the amount of coverage 
purchased, and may be reduced by 
recoveries. Losses on insurance 
claims may be further reduced by re- 
coveries by OPIC as subrogee of the 
insured's claim against the host gov- 
ernment. 


Under most outstanding OPIC con- 
tracts, investors may obtain all three 
coverages, but aggregate claim pay- 
ments may not exceed the single high- 
est coverage amount. Management 
has incorporated this limitation in its 
calculation of the amounts shown as 
outstanding above. 


The outstanding amount is of little 

use in realistically evaluating the 
maximum exposure to insurance 
claims. however, because it includes 
insurance for which OPIC is commit- 
ted but not currently at risk. Manage- 
ment believes that a more accurate 
representation of potential exposure to 


future claims 
Unused arising from 
Authority Outstanding OPIC’s insur- 
ance contracts 
‘(2 + sa See. 
1.871 Fence cety, Aner 
suming that 
the coverage 
$ 1.967 $ 5.670 snthenaiitais 
the claim 


would be brought would be the cover- 
age with the highest amount of cur- 
rent insurance in force {i.e., as to 
which OPIC is currently, not prospec- 
tively, at risk). Based on this assump- 
tion, management believes the 
maximum potential exposure of OPIC 
to claims at September 30, 1991 is 
$3.4 billion. Insurance policies 
remain in force for up to 20 years. 


(B) Pending Claims: At September 
30, 1991, the total amount of com- 
pensation formally requested in insur- 
ance claims for which no determina- 
tion of specific liability has yet been 
made was approximately $5.6 million. 


In addition to requiring formal appli- 
cations for claimed compensation, 
OPIC’s contracts generally require 
investors to notify OPIC promptly of 
host government action which the 
investor has reason to believe is or 
may become a claim. Compliance 
with this notice provision sometimes 
results in the filing of notice of events 
that do not mature into claims. 


The highly speculative nature of these 
notices, both as to the likelihood that 
the event referred to will ripen into a 
claim and the amount, if any, of com- 
pensation that may become due, leads 
OPIC to follow a policy of not record- 
ing a specific liability related to such 
notices in its financial statements. 
Any claims that might arise from 
these situations are, of course. en- 
tirely encompassed in management's 
estimate of the nonspecific reserve for 
political risk insurance, and in the 
maximum exposure under existing 
investment insurance contracts of 
$3.4 billion (Note 8A). 


(C) Claims Settlement Guaranties: 
OPIC also has off balance sheet risk in 
connection with two claim settle- 
ments. In 1978 and 1984, OPIC en- 
tered into indemnity agreements with 
insureds under which OPIC could still 
be liable for up to $12.6 million. 

OPIC also settled a claim in 1991 
through a guaranty of $30 million of 
host government obligations. 


Note 9: Investment Guaranty 


Program 
(A) Restricted Retained Earnings: To 
promote overseas investments, OPIC 
guarantees certain U.S. investments 
in less developed countries. This 
guaranty service is provided for under 
current authorizations of Section 
234(b) of the FAA as well as under 
prior authorizations to OPIC’s prede- 
cessors and includes guaranties of 
loans and other investments. OPIC's 
loan guaranty covers the risk of 
default for any reason. In the event of 
a claim on OPIC’s guaranty, OPIC 
makes payments of principal and in- 
terest to the lender. The loans which 
are guaranteed can bear either fixed 
or floating rates of interest and are 
payable in U.S. dollars. OPIC’s losses 
on payment of a guaranty are reduced 
by the amount of any recovery from 
the borrower, the host government, or 
through disposition of assets acquired 
upon payment of a claim. 


Section 235 of the FAA requires OPIC 
to have, at the time OPIC commits 
itself to issue any guaranty under Sec- 
tion 234(b), a Guaranty Reserve equal 
to at least 25 percent of guaranties 
then issued and outstanding or 
committed under 234(b) and prior 
authorities. This guaranty reserve is 
reflected on the balance sheet under 
Restricted Retained Earnings. At 
September 30, 1991 and 1990, the 
restricted retained earnings for 
guaranties totalled $479.8 million and 
$482.3 million, respectively. 

At September 30, 1991, this amount 
exceeded the minimum required 
reserve by $224.6 million. 


(B) Investment Guaranty Authority and 
Cumulative Status: Guaranties may 
be issued only to the extent or in such 
cumulative annual amounts as pro- 
vided in advance by appropriation 
acts. For fiscal year 1990, the appro- 
priation act allowed new guaranty ob- 


ligations of $211.5 million, while in 
fiscal year 1991, the appropriation act 
permitted new guaranty obligations of 
$250 million. 


The following schedule reflects the 
cumulative status of the guaranty au- 
thority, commitments and outstand- 
ing balances: 


1991 1990 
As of September 30 = ($ in millions) 
Statutory authorization: 
Prior $ 59$ 5.9 
FAA 1,500.0 1,500.0 
1,505.9 1,505.9 
Less uncommitted 
authority (484.9) (583.8) 
Total outstanding 
commitments 1,021.0 922.1 
Less undisbursed 
commitments (568.6) (476.9) 
Guaranties outstanding 
(at risk) $ 452.4$ 445.2 


Guaranties range in term from one to 
15 years. 


Note 10: Rent 


OPIC leases office space under an 
operating lease. Rental expenses for 
1991 and 1990 were approximately 
$2.1 million and $1.9 million, respec- 
tively. In July 1992, OPIC will move 
to new offices at 1 100 New York Av- 
enue, NW, Washington, DC. Mini- 
mum lease payments under the lease 
on OPIC’s current premises are 

$2 million per year, with additional 
adjustments tied to the consumer 
price index. The current lease has 
nine years remaining; however, OPIC 
expects to assign or sublease the 
space. Minimum lease payments 
under the new 15-year lease are 

$2.3 million per year with additional 
annual adjustments set at 2 percent. 


Note 11: Pensions 


OPIC’s employees are covered by the 
Civil Service Retirement System 
(CSRS) or the Federal Employee Re- 
tirement System (FEKS). For CSRS, 
OPIC withholds 7 percent of employ- 
ees’ gross earnings. Their contribu- 
tions are then matched by OPIC, and 
the sum is transferred to the Civil Ser- 
vice Retirement Fund from which this 
employee group will receive retirement 
benefits. For FERS, OPIC withholds 
0.8 percent of employees’ gross earn- 
ings; in 1991, OPIC contributed 13 


percent. The sum is transferred to the 
FERS fund from which this employee 
group will receive retiremerit benefits. 
An additional 6.2 percent of the FERS 
employees’ gross earnings are withheld 
and sent to the Social Security System 
from which the FERS employee group 
will receive social security benefits. 


Both employee groups may elect to 
participate in the Thrift Savings Plan 
(TSP). Based on employee elections, 

0 to 5 percent of gross CSRS earnings 
are withheld, and 0 to 10 percent of 
gross FERS earnings are withheld. 
FERS employees receive an automatic 
1 percent contribution from OPIC. 
FERS employee elections are matched 
up to a total of 5 percent. 


Although OPIC funds a portion of em- 
ployee pension benefits under the 
CSRS, the FERS and the TSP and 
makes necessary payroll withholdings, 
it does not disclose the assets of the 
CSRS, FERS or TSP; nor does it 
disclose actuarial data with respect to 
accumulated plan benefits or any un- 
funded pension liability. Reporting of 
such amounts is the responsibility of 
the U.S. Office of Personnel Manage- 
ment and the Federal Retirement Thrift 
Investment Board. Data regarding the 
CSRS and FERS actuarial present 
value of accumulated benefits, assets 
available for benefits, and unfunded 
pension liability are not allocated to 
individual departments and agencies. 


Note 12: Other Contingencies 


OPIC is currently i. ivolved in certain 
legal claims and has received notifica- 
tions of potential claims in the normal 
course of business. Management 
believes that the resolution of these 
matters will not have a material 
adverse impact on the Corporation. 


Note 13: Statutory Covenants 
OPIC's enabling statute stipulates both 
operating and financial requirements 
with which CPIC must comply. In 


management's opinion, OPIC is in 
compliance with all such requirements. 
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S97?" OPIC Country List 


Oric’s programs are 
available in the following 
countries: 


Antigua/Barbuda 
Argentina 
Aruba 


Bahamas. The 


Burundi 


Cameroon 

Cape Verde 

Centra! African Republic 
Chad 

Chile 

Colombia 

Congo 

Cook Islands 

Costa Rica 

Cote d'Ivéire 


Cyprus 
Czechoslovakia 


Ecuador 

Egypt 

El Salvador 
Equatorial Guinea 
Estonia 


Fiji 


French Guiana 


G abon 

Gambia, The 
Germany (eastern) 
Ghana 


Guinea 
Guinea-Bissau 
Guyana 


Honduras 
Hungary 


| ndia 
Indonesia 
Ireland 
Israel 


J amaica 
Jordan 


Kenya 
Kiribati 
Kuwait 


Malta 

Marshall Islands 

Mauritania 

Mauritius 

Micronesia, Federated 
States of 

Mongolia 

Morocco 

Mozambique 


Namibia 

Nepal 

Netherlands Antilles 
Nicaragua 

Niger 

Nigeria 

Northern Ireland 


Oman 


Panama 

Papua New Guinea 
Paraguay 
Philippines 

Poland 

Portugal 


Qatar 


Rwanda 


Saint Kitts-Nevis 

Saint Lucia 

Saint Vincent and the 
Grenadines 

Sao Tome and Principe 

Saudi Arabia 

Senegal 

Sierra Leone 

Singapore 

Sornalia 

Sri Lanka 

Swaziland 


Taiwan 


Tanzania 

Togo 

Tonga 

Trinidad and Tobago 
Tunisia 

Turkey 


Usganaa 


United Arab Emirates 
Uruguay 


V enesusia 


Western Samoa 


Y emen 


Yugoslavia 


Zaire 


Zambia 
Zimbabwe 
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